




































































































































































































































































































































 
STATE OF TENNESSEE 

DEPARTMENT OF MENTAL HEALTH AND SUBSTANCE ABUSE SERVICES 
601 MAINSTREAM DRIVE 

NASHVILLE, TENNESSEE   37243 

BILL HASLAM                    E. DOUGLAS VARNEY 

 GOVERNOR          COMMISSIONER 

 
 
MEMORANDUM 
 
TO:   Melanie Hill, Executive Director 
  Health Services and Development Agency 
 
FROM: TDMHSAS 
 
DATE: August 1, 2013 
 
RE:   Review and Analysis of Certificate of Need Application  
  CN1305-019 Raleigh Professional Associates 
 
 

Pursuant to and in accordance with Tennessee Code Annotated (TCA) § 68-11-1608 and Rules of the 
Health Services and Development Agency including the Criteria and Standards for Certificate of Need 
(2000 Edition, Tennessee's Health Guidelines for Growth, prepared by the Health Planning 
Commission) [hereinafter Guidelines for Growth], staff of the Tennessee Department of Mental Health 
(TDMH), the licensing agency, have reviewed and analyzed the above-referenced application for a 
Certificate of Need. 
 
Attached is the TDMH report.  At a minimum and as noted in TCA § 68-11-1608, the report provides: 
 
(1)  Verification of application-submitted information; 
 
(2)  Documentation or source for data; 
 
(3)  A review of the applicant's participation or non-participation in Tennessee's Medicaid  
  program, TennCare or its successor; 
 
(4)  Analyses of the impact of a proposed project on the utilization of existing providers and 
  the financial consequences to existing providers from any loss of utilization that would 
  result from the proposed project; 
 
(5)  Specific determinations as to whether a proposed project is consistent with the state  
  health plan; and 
 
(6)  Further studies and inquiries necessary to evaluate the application pursuant to the rules 
  of the agency. 
 
 
 If there are any questions, please contact TDMHSAS at (615) 532-6520. 
 
 
 
 
cc:  E. Douglas Varney, Commissioner, TDMHSAS 
  Marie Williams, Deputy Commissioner, TDMHSAS 
  Dr. Jason Carter, Pharm. D., TDMHSAS, Chief Pharmacist and State Opioid Treatment 
  Authority (SOTA) 
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REVIEW AND ANALYSIS 
CERTIFICATE OF NEED APPLICATION 

#CN1305-019 
 

 
Pursuant to and in accordance with Tennessee Code Annotated (TCA) § 68-11-1608 
and Rules of the Health Services and Development Agency including the Criteria and 
Standards for Certificate of Need (2000 Edition, Tennessee’s Health Guidelines for 
Growth, prepared by the Health Planning Commission) [hereinafter Guidelines for 
Growth], staff of the Tennessee Department of Mental Health and Substance Abuse 
Services (TDMHSAS), the licensing agency, have reviewed and analyzed the 
application for a Certificate of Need submitted by Mr. John L. Wellborn, Consultant 
(Development Support Group) on behalf of the Raleigh Professional Associates, owned 
and managed by VCPHCS XXI, LLC, for the relocation (change of location; site 
change) of an existing, established, appropriately licensed “Alcohol and Drug Non-
Residential Substitution-Based Treatment Center for Opiate Addiction”; “Opioid 
Treatment Program” (OTP); or “methadone clinic”) from its present location at 2960-B 
Old Austin Peay Highway, Memphis, TN  38128 to a proposed new location at 2165 
Spicer Cove, Suite 9, Memphis, TN  38134, a distance of approximately three (3) miles. 
 The Applicant reports that the relocation to a new, larger leased space will make the 
clinic more able to accommodate patient volume.  Additionally, the Applicant reports 
that the current physical space occupied by its clinic (where it has been located for 
approximately twenty-six (26) years) is growing outdated and increasingly unable to 
meet patient needs.    
 
 
The report has three (3) parts: 
 
A. Summary of Project 
B. Conclusions 
C. Analysis - in three (3) parts: 
 

Need 
Evaluated by the following general 
factors: 
a. Relationship to any existing 
applicable plans; 
b. Population to be served; 
c. Existing or Certified Services 
or Institutions; 
d. Reasonableness of the service 
area; 
e. Special needs of the service 
area population (particularly 
women, racial and ethnic 
minorities, and low-income 
groups); 
f. Comparison of utilization/ 
occupancy trends and services 
offered by other area providers; 
g. Extent to which Medicare, 
Medicaid, and medically indigent 
patients will be served; and 
h. Additional factors specified in 
the Tennessee's Health Guidelines 
for Growth publication for this type 
of facility. 

Economic Feasibility 
Evaluated by the following 
general factors: 
a. Whether adequate funds 
are available to complete the 
project; 
b. Reasonableness of 
costs; 
c. Anticipated revenue and 
the impact on existing 
patient charges; 
d. Participation in 
state/federal revenue 
programs; 
e. Alternatives considered; 
f. Availability of less costly 
or more effective alternative 
methods; and 
g. Additional factors 
specified in the Tennessee's 
Health Guidelines for Growth 
publication. 

Contribution to the Orderly 
Development of Health 

Care 
Evaluated by the following general 
factors: 
a. Relationship to the existing 
health care system (i.e., transfer 
agreements, contractual 
agreements for health services, 
and affiliation of the project with  
health professional schools); 
b. Positive or negative effects 
attributed to duplication or 
competition; 
c. Availability and accessibility of 
human resources required; 
d. Quality of the project in relation 
to applicable governmental or 
professional standards; and   
e. Additional factors specified in 
the Tennessee's Health Guidelines 
for Growth publication. 
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A. SUMMARY OF PROJECT 
 
Mr. John L. Wellborn, Consultant (Development Support Group) has submitted, on 
behalf of the Raleigh Professional Associates, owned and managed by VCPHCS XXI, 
LLC (Applicant), an application for a Certificate of Need seeking the relocation of an 
existing, established, appropriately licensed “Alcohol and Drug Non-Residential Opiate 
Treatment Facility” (also referred to as a “Non-Residential Substitution-Based 
Treatment Center for Opiate Addiction”; “Opioid Treatment Program” (OTP); or 
“methadone clinic”) from its present location at 2960-B Old Austin Peay Highway, 
Memphis, TN  38128 to a proposed new location at 2165 Spicer Cove, Suite 9, 
Memphis, TN  38134, a distance of approximately three (3) miles.  On the Applicant 
Profile, for Type of Institution (Item 7.), the Applicant selected “Non-Residential 
Methadone Facility (Item 7.N.).  The purpose of the review is “Change of Location” 
(Item 8.H.).   
 
The Applicant reports that the current licensed facility’s owner is VCPHCS XXI, LLC, 
whose only member and parent company is VCPHCS, LP which does business as 
Behavioral Health Group (BHG).  The Applicant further reports that BHG is 
Tennessee’s largest provider of this type of service, owning nine (9) of Tennessee’s 
twelve (12) clinic programs of this type.  Of the nine Tennessee clinics, two (2) are in 
Knoxville, three (3) are in Memphis, with the remainder located in Nashville, Paris, 
Columbia, and Jackson. 
 
The facility is and will continue to be, licensed by the Tennessee Department of Mental 
Health and Substance Abuse Services (TDMHSAS).  The Applicant reports that its 
program serves adult patients eighteen (18) years of age and over who are addicted to, 
or dependent on, opioids such as heroin, OxyContin, Dilaudid, morphine, and 
hydrocodone.  The Applicant further reports that the program of dispensing daily 
dosages of opioid substitutes such as methadone suppresses patients’ cravings for 
harmful opioids, allowing patients to lead normal lives, hold jobs, maintain family 
relationships, and live more safely.  The Applicant reports that the program operates 
under rigorous controls that include mandatory drug testing, counseling, social services, 
and provides comprehensive behavior therapy and case management services to 
support each patient’s recovery and stabilization. 
 
The Applicant reports that the primary service area consists of Shelby, Fayette, and 
Tipton counties in Tennessee.  The Applicant also reports that patients from these 
three counties currently comprise ninety-six percent (96%) of the clinic’s Tennessee 
patients, and approximately seventy-nine percent (79%) of its total patients.  According 
to the Applicant, approximately fifteen percent (15%) of this clinic’s patients reside in 
Mississippi.    
 
The Applicant reports that there is no major medical equipment involved in the project.  
Total project costs are estimated by the Applicant to be $1,136,905.00.  If the 
application is approved, the clinic’s first full operational year will be January through 
December of 2014.   
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B. CONCLUSIONS 
 
As previously stated, if the application is approved, the facility would be licensed by the 
TDMHSAS.  TDMHSAS staff have reviewed and analyzed the application and offer the 
following in support of approval of the application: 
 

1. A note about specific criteria for a non-residential methadone treatment facility.  
In addition to the other general criteria, the application for a Certificate of Need 
for a non-residential methadone treatment facility should also address these and 
other specific criteria as listed in the Guidelines for Growth:  1)  A non-residential 
methadone treatment facility should provide adequate medical, counseling, 
vocational, educational, mental health assessment, and social services to 
patients enrolled in the opioid treatment program with the goal of the individual 
becoming free of opioid dependency; 2)  Need should be based information 
prepared by the Applicant which acknowledges the importance of considering 
the demand for services along with need as well as addressing and analyzing 
service problems; 3)  The need assessment should also cover the proposed 
service area and include the utilization of existing service providers, scope of 
services provided, patient origin, and patient mix; 4)  The Applicant should show 
that the geographic service area is reasonable and based on an optimal balance 
between population density and service proximity and show that the project is 
sensitive and responsive to the special needs of the service area in terms of 
accessibility to consumers, particularly women, racial and ethnic minorities, and 
low-income groups; and 5)  The Applicant should show the project’s relationship 
to policy as formulated in local and national plans, including need 
methodologies.   

 
2. A note about applications for change of site.  The provisions in HSDA Rule 

0720-11-.01(4)(a) through 0720-11-.01(4)(c) state that when the HSDA is 
considering a Certificate of Need (CON) application which is limited to a request 
for a change of site for a proposed new health care institution, the HSDA may 
consider, in addition to all other factors, the following factors:  1)  Need:  The 
Applicant should show that the proposed new site will serve the needs in the 
area to be served as least as well as the original site and that there is some 
significant legal, financial, or practical need to change to the proposed new site:  
2)  Economic Factors:  The Applicant should show that the proposed new site 
would be at least as economically beneficial to the population to be served as 
the original site; and 3)  Contribution to the Orderly Development of Health Care: 
The Applicant should address any potential delays that would be caused by the 
proposed change of site and show that any such delays are outweighed by the 
benefit that will be gained from the change of site by the population to be 
served.  
  

3. There Continues to be a Need as described in further detail in Section C.1.  The 
need criteria, satisfactorily met in the previously approved application for the 
Certificate of Need for the existing facility, continue to be met based on 
information reported by the Applicant showing that there will be no significant 
change to the existing, established, appropriately licensed program or to the 
program’s enrollment.  The proposed service area, as reported by the Applicant, 
was defined by historical utilization of the Applicant’s own program and consists 
of counties near Memphis, Tennessee and counties in Mississippi.  The 
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Applicant reports that patients from Shelby, Fayette, and Tipton Counties in 
Tennessee currently comprise approximately ninety-six percent (96%) of the 
clinic’s Tennessee patients and approximately seventy-nine percent (79%) of its 
total patients.  The Applicant reports that there will be sufficient time for the 
Certificate of Need process to be completed, the renovation of the building at the 
proposed new site to be completed, and services at the proposed new site to 
begin, so there should be no interruption of services as long as there are no 
unusual delays in any of these events.  Because the application is not seeking 
the establishment of a new non-residential methadone treatment facility, but is 
seeking the relocation of an existing facility within the same sector, approval of 
the application will not increase the number of programs to be operated in 
Methadone Service Area (MSA) 23. 

 
4. Economic Feasibility has been established as described in further detail in 

Section C.2.  The cost of the proposed project appears to be reasonable and the 
project can be completed in a timely manner.  The Applicant reports that there is 
sufficient cash on hand to implement the project.  The Applicant further reports 
that the total project cost of approximately $1,136,905.00 will not create 
feasibility issues for the project or the Applicant since the parent company has 
significant assets and will transfer whatever funds required for operations, 
including cash to implement this project.  The Applicant reports that the clinic 
currently has an established patient base and a positive cash flow and operating 
margin that will continue at the proposed new site.  Overall, adequate funding 
appears to be available and the projected utilization and revenue reported by the 
Applicant should be sufficient to ensure the economic feasibility of the project.   

 
5. The project does Contribute to the Orderly Development of Healthcare as 

described in further detail in Section C.3.  The Applicant reports extensive 
experience in the operation of this type of program.  The application under 
review is a “change of location” application to relocate the program to a newer 
building approximately three miles from the current location.  The Applicant is 
aware of Federal and State licensure requirements and will continue to comply 
with such requirements at the proposed new site.  The Applicant reports that the 
relocation will make it easier for the clinic to physically accommodate current and 
future patients in a more modern environment.  The Applicant reports that no 
negative impact on services is expected absent unusual delays in the Certificate 
of Need process or the physical relocation to the new site.  The Applicant reports 
that the relocation should not have any adverse impact on utilization at any other 
such facility since the current facility is proposing to relocate only a short 
distance of approximately three miles from its current location.   

 
C. ANALYSIS 
 
1. Need  
 

As noted above, the need criteria, which were satisfactorily met in the previously 
approved application for the Certificate of Need for the existing facility, continue 
to be met based on information reported by the Applicant showing that there will 
be no significant change to the existing, established, appropriately licensed 
program or to the program’s enrollment.  Since the application is not seeking the 
establishment of a new non-residential methadone treatment facility, but is 
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seeking the relocation of an existing facility, approval of the application will not 
increase the number of programs to be operated in Methadone Service Area 
(MSA) 23.   
 
The Applicant reports that the proposed service area was defined by historical 
utilization of the Applicant’s own program and consists of Shelby, Fayette, and 
Tipton Counties in Tennessee and counties in Mississippi.  The Applicant 
reports that the current clinic is one of several programs operated by the 
Behavioral Health Group (BHG) to serve residents of Tennessee and nearby 
states.  See above for more detailed utilization and demographic data.    
 
The Applicant reports that all of the Applicant’s programs meet and comply with 
State licensing standards.  The Applicant reports that its program follows the 
TDMHSAS rules for qualifications and training of all staff and that the clinic is 
medically supervised by a Board-certified physician (Medical Director) who has 
extensive experience in opioid dependency, thereby satisfying the criteria of 
providing adequate medical, counseling, vocational, educational, mental health 
assessment, and social services to patients enrolled in the program.  The 
Applicant further reports that the program provides continuous and intensive 
counseling, support services, and mental health assessments aimed at helping 
patients become free of opioid dependency as soon as possible, and to manage 
life successfully on methadone maintenance until that time.   
 
The proposed service area is an area defined by historical utilization of the 
Applicant’s own existing program, and the Applicant submitted projected 
utilization for this project as well as utilization data for the Applicant’s other 
programs in Memphis and data obtained from the TDMHSAS for utilization of 
other OTP providers in the primary service area.  The Applicant reports that 
opioid addiction is found in all ages and socioeconomic and ethnic groups; the 
services of this facility will continue to be provided to all members of these 
groups who qualify medically and accept the disciplines of the program; and that 
this facility will primarily serve the adult population aged eighteen to sixty-four 
(18-64) years.  The Applicant reports that there is no particular age group 
between ages twenty to sixty-four (20-64) years that merits special 
consideration, but mentions that dependent persons typically have thirty to forty 
percent (30-40%) shorter life expectancies than their peers and older persons 
rarely enter a program of this type because their opioid dependencies usually 
have caused their deaths before age 65.  The Applicant submitted information 
from a July 2010 U.S. Substance Abuse and Mental Health Services 
Administration (SAMHSA) report that points to an increasing national abuse of 
pain relief medications from 1994 through 2008 and is not gender, race, 
ethnicity, or income specific, but cuts across all such factors.  The Applicant 
reports that admission to this clinic’s program is based solely on clinical criteria 
and commitment to comply with the requirements of the treatment program 
including drug testing; counseling; daily purchase and ingestion of prescribed 
medication; absence of prohibited substances in the blood; consent to 
coordinate care, and other such practices.  The Applicant notes that in order to 
be eligible to enter an opioid treatment program, one must be found to be opioid-
dependent for more than one (1) year.   
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The Applicant reports that it does not know of a formal need methodology at the 
local or national level; however, the Applicant states that the Tennessee 
Department of Health’s 2002 Report has been de facto state policy regarding the 
need for OTPs and calls for statewide distribution of licensed OTPs at 
convenient locations within an hour’s drive time of patients.  The Applicant 
further reports that Federal agencies consistently endorse regulated opioid 
treatment programs as the most effective means of dealing with the major 
national problem with opioid dependency.  The Applicant’s program has been 
serving Memphis area patients for approximately a decade.  The three (3) 
programs currently in existence in Memphis are distributed geographically in a 
triangular configuration:  downtown, southeast, and northeast.  There are no 
other state-licensed OTP programs in West Tennessee closer than the one in 
Dyer County, Tennessee which is approximately seventy-eight (78) miles north 
of Memphis, Tennessee.  The Applicant reports that the closest such licensed 
facilities of this type in adjoining Mississippi and Arkansas are in Jackson, 
Mississippi (211 miles south of Memphis) and in Little Rock, Arkansas (140 
miles west of Memphis).  This project will allow an established, existing, 
accredited, licensed program to continue operation at a nearby location.   

  
2. Economic Feasibility 
 

A review of the information supplied by the Applicant shows that there should be 
sufficient funds available for this project.  The Applicant has been and currently 
is providing these services at the clinic’s current location in Memphis, 
Tennessee, has a lengthy history of providing these services, and understands 
the financial requirements of the proposed project.   
 
This application under review is a “change of location” application.  The 
proposed new site will continue to be owned by VCPHCS XXI, LLC, whose only 
member and parent company is VCPHCS, LP, which does business as 
Behavioral Health Group (BHG).  The Applicant appears to be Tennessee’s 
largest provider of this type of service and operates numerous similar facilities in 
other states.  The information provided by the Applicant supports a reasonable 
expectation that the relocation of the existing clinic will not deleteriously affect its 
continuing economic viability.   
 

3. Contribution to the Orderly Development of Health Care 
 

The Applicant reports that it is familiar with all applicable Federal and State 
requirements related to the staffing and operation of this type of program and will 
continue to comply with all such requirements at the proposed new site.  The 
current location is appropriately licensed by the TDMHSAS and the U.S. Drug 
Enforcement Administration (DEA).  The Applicant reports that the current 
location operates under certification as an opioid treatment program by the U.S. 
Department of Health and Human Services’ Substance Abuse and Mental 
Health Services Administration’s Center for Substance Abuse Treatment 
(CSAT).  The Applicant further reports that the current location is accredited by 
the Commission of Accreditation of Rehabilitation Facilities (CARF).  The 
proposed new site will have these same licenses, certifications, and 
accreditations.     
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Insofar as this application is for a relocation of an extant clinic, with no 
reasonably anticipated negative impact upon the existing services offered by the 
Applicant’s ongoing operations, there is no reason to expect that the relation will 
not contribute to the orderly development of health care in the region.   
 
No significant change in staffing or resource utilization is reasonably anticipated 
as a result of the proposed relocation.  The geographic area for the proposed 
relocation likewise appears to be reasonable, with no reasonably anticipated 
deleterious effect upon the delivery of health care services in the region.  
 
The Applicant reports that this type of facility does not train healthcare 
professionals, so the Applicant does not participate in internships, residencies, 
and other such programs; however, the Applicant does work closely with the 
University of Tennessee’s High Risk Pregnancy Program and the Applicant’s 
staff work on boards and committees of Memphis organizations supporting 
preventive education, research and patient education, appropriate treatments for 
addictions, and improved maternal health.  The Applicant also reports that staff 
work as volunteers, speakers, participants, or board members with other 
community organizations.   
 
The Applicant reports that the proposed new site is readily accessible from the 
nearest interstate highway system and is a short walk from nearby mass transit 
stops.  No interruption of service arising from the relocation is anticipated. 
 
The Applicant reports that if the application is approved, the Applicant will 
provide the Tennessee Health Services and Development Agency and/or the 
reviewing agency information concerning the number of patients treated; the 
number and type of procedures performed; and other data as required 
consistent with Federal Health Insurance Portability and Accountability Act 
(HIPAA) requirements.   
 

 
 
 
:TDMHSAS 
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